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KEY ECONOMIC INDICATORS 
(Millions of U.S. dollars unless otherwise noted) 


% Change 
1986 1987 1988 1987-1988 


National Accounts 

GDP Current (a) 936.2 972.8 997.0 

GDP Constant (1981 $) (a) 906.5 922.5 945.0 

Population (millions, est.) Zena 2230 2.36 
GDP per capita (dollars) (a) 421.0 423.0 422.0 

Consumer Prices (% change) * 10.6 ideo 20.0 


Government Finance (b) 

Revenue and Grants 234.6 210.1 
Expenditure** 366.3 346.8 
External Arrears (CY-end) 422.0 Great 


Monetary Sector (c) 

Foreign Assets -296.1 -262.6 
Domestic Credit 549.8 638.0 
Claims on Public Sector 418.3 €3i.3 
Claims on Private Sector 131.5 41.7 
Ml (qd) 150.6 178.2 
Quasi-money (d) 46.8 53.6 


Foreign Trade 
Imports, c.i.f. 259.0 307.8 
Exports, f.0.b. 408.4 407.5 
Iron Ore (million MT) 14.4 13.9 
(value) 248.4 217<8 
Rubber (million lbs) 198.8 243.1 
(value) 80.0 89.0 
Logs/ (thous. cbm) 248.1 444.4 
Timber (value) 43.8 S341 
Trade Balance 149.4 99.7 
Current Account Balance 64.7 -14.7 


RPOOCOOCMrAS 


United States-Liberia 
U.S. Exports to Liberia 65.0 68.9 
U.S. Imports from Liberia 97.4 100.5 
Trade Balance (U.S.) -32.4 -31.6 
U.S. Share of Imports (%) 2543 22.4 
U.S. Share of Exports ($%) 23.8 25.0 
U.S. Bilateral Assistance $3.5 41.7 
Economic (e) 47.8 39.8 
Military (e) 5.7 1.9 


Notes: 

(a) Liberian Government estimates. 

(b) International Monetary Fund estimates. 

(c) End of year. 

(d) Ml defined as Liberian coins in circulation and demand deposits. 
(e) U.S. fiscal years ending September 30. 

* Embassy estimate 

** Commitment basis 





SUMMARY* 


After undergoing a major decline in the 1980-86 period and 
stabilizing in 1987, the level of economic activity in Liberia 
rose moderately in 1988. This growth stemmed from the strength 

of the private sector, particularly a recovery in rubber and 
logging exports, and occurred in spite of continued fiscal and 
monetary problems. A calmer political scene since 1985 has also 
contributed to some improvement in business confidence. Consider- 
able economic activity is not appearing in official statistics, 
and the informal sector has noticeably expanded. Recorded exports 
topped 1987 levels by 9 percent, while imports rose 11 percent; 
the country continues to run a significant trade surplus. [Iron 
ore, traditionally the major export, is in decline due to the 
gradual depletion of a key deposit. However, this is being 
partially compensated for by higher rubber and log exports. The 
overall growth trend in 1988 continued in 1989, but may taper off 
in 1990, as the effect of reduced iron ore exports is felt. 


The overriding problem for the economy continues to be the weak- 
nesses in government fiscal and monetary operations. In recent 
years, government deficits had reached unsustainable levels which 
could only be financed by issuing new Liberian coins and building 
debt arrears. The expansion of the supply of Liberian dollars 
undermined the long-standing parity with the U.S. dollar and led 
to the emergence of a parallel (and unofficial) foreign exchange 


market in which Liberian dollars are traded at a discount to U.S. 
dollars. Thus far the parallel market has provided a workable 
mechanism for allocating foreign exchange, and imports have been 
on the rise. Exporters have been largely insulated from 
distortions in the monetary system since they retain most of 
their foreign exchange earnings. 


U.S. exports to Liberia have remained remarkably stable, declining 
very Slightly in 1988 to $67.3 million, although preliminary 1989 
Gata indicate they rose again. The sustained recovery in areas 

of the private sector offers limited possibilities for U.S. 
exporters dealing with well-established private firms. A large 
gold/diamond mining investment, for which exploration started in 
November 1988, may offer potential for U.S. equipment. The large 
debt arrears of the government to external creditors suggest 
caution in non-secured transactions with it. 


OVERALL TRENDS: SUSTAINED IMPROVEMENT IN 
PRIVATE SECTOR 


Liberia has long had an open economy based mainly on the export 
of certain key commodities -- iron ore, rubber, and logs -- from 
foreign-owned concessions. Export production has been supple- 
mented by a traditional agriculture sector, which produces 
foodstuffs for local consumption, some coffee and cocoa for 
export, and by a small commercial sector. In the 1970s, 


* This report was prepared in September 1989. 





Liberia's strong export base and modest import requirements had 
made Liberia one of the more prosperous West African economies. 
The country underwent a prolonged and severe economic decline 
between 1979 and 1986, due to lower export prices and severe 
fiscal/monetary probiems. Real GDP fell at an average annual 
rate of nearly 2 percent during this period, and per capita GDP 
declined even further. Starting in 1987 and continuing through 
1988, a more stable trend emerged with large portions of the 
private sector turning upwards. This reflected a recovery of 
export prices of some main commodities such as rubber and logs, 
and a lessening of the internal economic/political turbulence 
which marked the early 1980s. 


Preliminary government estimates show GDP increasing by 2.4 
percent in real terms in 1988, and the forward momentum is sub- 
stantiated by other economic indicators. Trade figures and other 
indicators for the first quarter of 1989 point to a continuation 
of moderate growth. An expanding portion of economic activity is 
not appearing in official statistics, making it difficult to judge 
the actual strength of the upturn. Despite the growth, the 
economy still has not recovered to the levels of 1979 and 1980. 


The improving overall economic trend masks unevenness among the 
various sectors. The large private sector has shown an impressive 
resiliency in rubber, logging, and commerce. However, one major 
iron ore mine, LAMCO, phased down operations in 1989. In 
addition, the government sector still faces serious financial 
problems, and certain portions of the economy which are dependent 
on government resources continue to weaken. 


GOVERNMENT FINANCE 


Liberia has experienced severe budgetary difficulties and 

deficits during the 1980s, due in large measure to the absence 

of effective fiscal controls. Following the 1980 coup, civil 
service and military employment increased, and public sector 
Salaries were raised. Meanwhile, Government of Liberia (GOL) 
revenue collections declined precipitously as export prices fell 
and domestic activity slowed. By 1985/86 the deficit had 
Surpassed the ability of the GOL to finance it, causing the GOL 

to fall behind in servicing its debts to both official and private 
external creditors. Civil service salaries also went several 
months into arrears. The buildup of external debt arrears by the 
GOL sharply reduced the inflow of new capital as several major 
donors such as the IMF and the World Bank suspended disbursements. 
However, with the convergence of the arrival of the U.S.-sponsored 
Operational Experts (OPEX) team in late 1987 and the rise in world 
prices for Liberia's exports during that year and into 1988, 
government salaries were brought largely current and government 
revenues increased. 





Despite higher government revenues, commitments in 1988 continued 
to significantly surpass receipts, with financing coming mainly 
from an increase in domestic and external arrears. Due to 
continuing financial irregularities, the OPEX program was 
terminated in late 1988. Public finance problems have continued 
to plague government operations. It was only with considerable 
difficulty that the GOL was able to meet $9 million in repayments 
due to the U.S. Government in FY 1989 on previous aid loans, 
which, under the Brooke Amendment, had to be paid to permit 
further continued U.S. assistance. 


MONEY AND BANKING 


A result of large budget deficits occurring since 1980 has been 
the decision of the GOL to finance the deficits by expanding the 
supply of Liberian coins. Prior to the 1984-85 period, the U.S. 
dollar had circulated as the currency of Liberia, with Liberian 
coins used in denominations of one dollar and less at par with 
the U.S. dollar. Beginning in 1984, Liberian five-dollar coins 
were also issued as a revenue supplement and to meet liquidity 
shortages. By the end of 1986, roughly $90 million in Liberian 
coins were in circulation. As the amount of coins in circulation 
rose, public confidence in the GOL's ability to restore fiscal 
order declined, leading U.S. dollar holders to transfer their 
assets abroad. As a result of this capital flight, the regular 
circulation of U.S. dollar notes largely ceased. At this point, 
a parallel or extra-legal foreign exchange market emerged in 
which Liberian dollars were traded at a discount to U.S. 
dollars. This discount gradually increased until by mid-1989 it 
was around Liberian $2.40 to US$ 1.00. Meanwhile, the official 
exchange rate has remained one to one, resulting in a de facto 
dual currency system. On July 15, 1989, the National Bank of 
Liberia (NBL) introduced $5 Liberian notes into the economy to 


replace the coins in circulation. The swap was completed a month 
later. 


In spite of the problems and distortions in the current monetary 
system, the private sector has adapted to it reasonably well. 

The parallel market has served as a source of needed, if more 
expensive, foreign exchange for importers, and imports have 
actually increased in the period since the parallel market 
emerged. The few light manufacturing establishments, particularly 
those selling to the domestic market at controlled prices, some- 
times encounter difficulty in obtaining foreign exchange for raw 
materials. Exporters are required to surrender 25 percent of 
their foreign exchange earnings to the GOL in exchange for 
Liberian dollars at the official rate. However, since they retain 
75 percent of their foreign exchange earnings, the exporters are 
not significantly affected by the government's monetary problems. 
This has been a major factor in the resiliency and strength that 
many export industries have shown in the last three years. There 





has been considerable discussion of the possibility and 
advisability of the GOL moving to a full local currency and 
dropping the official parity to the U.S. dollar. Thus far, GOL 
policy has been to address the fiscal problems prior to action on 


monetary reform. The possibility of interim monetary adjustments 
exists. 


On commercial banking, the Memorandum of Understanding (MOU) 
between commercial banks and the GOL of March 1987 has continued 
to hold. This MOU had reestablished the interbank check clearing 
process, which provided for the acceptance of GOL checks and 
empowered commercial banks to act as collection points for tax 
revenue. In September 1988 the GOL announced that a portion of 
the 25 percent foreign exchange surrender from exporters would be 
allocated through commercial banks, a move designed to shift 
foreign exchange transactions from the parallel market back into 
the banking system. According to Monrovia bankers, as of 
September 1989 the implementation of this plan has not been 
consistent. In 1988, five new banks opened in Monrovia, lured 
primarily by the profit-making potential of fee-based activities, 
such as short-term trade transactions. It is too soon to tell 
which banks will survive the heightened competition, but the three 
largest banks, Citibank, ITC, and Tradevco, are unlikely to be 
seriously hurt by the competition. 


Growth in consumer prices accelerated in 1989, due partially to 


the increase in the official prices of certain controlled 
commodities such as cement and beer. Provisional government 
statistics, which report a 1988 inflation rate of between 9 and 
12 percent, are believed to understate the increase. Confirmed 
price data are lacking, but the 20 percent estimate for growth 
in 1988 represents a rough order of magnitude. The overall 
inflation rate has not reflected the full depreciation of the 
Liberian dollar because a number of key commodities are price 
controlled and in some cases are imported with foreign exchange 
made available at the official rate. 


FOREIGN TRADE AND BALANCE OF PAYMENTS 


Between 1980 and 1986, both Liberian imports and exports declined 
sharply under the pressure of weaker world commodity prices and 
lower levels of domestic activity. Official statistics show a 
drop of 30 percent in exports and 50 percent in imports during 
this period, but the actual decline is believed smaller due to an 
increase in unrecorded trade. In 1987, a more stable trend 
emerged with recorded exports of $407 million, virtually the same 
as 1986. In 1988, recorded exports increased by 9 percent to US$ 
446 million, led mainly by buoyant rubber sales. However, the 
actual increase in 1988 is believed to be substantially higher, 
due to chronically under-reported gold and diamond exports. 


In spite of a trade surplus of $134 million in 1988, the current 
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account of the balance of payments is only slightly in surplus 
after subtracting interest payments. Capital inflows continued 
to decline and an estimated deficit of $207 million on capital 
account emerged in 1988 with an overall balance-of-payments 
deficit of $179 million. It is worth noting that almost the 
entire balance-of-payments deficit is accounted for by the 
buildup in external debt and interest arrears by the Liberian 
Government, which reached $862 million at the end of 1988 ($311 
million of which was due the IMF at the end of that period). 
Since the arrears represent 190 percent of Liberia's annual 
exports, there is no reasonable expectation that the government 
can become current in the medium term. 


Due to the openness of the Liberian economy and the absence of a 
national currency, the government's debt situation and the 
recorded balance-of-payments deficit are not having a major impact 
on the operation of the private domestic economy. Importers are 
able to obtain foreign exchange from exporters through the inter- 
mediary of the parallel market. Since exporters have direct 
access to their foreign exchange earnings and import transactions 
are overwhelmingly on a cash basis, the free market availability 
of foreign exchange regulates the level of imports with 
relatively little government involvement. The main effect of the 
GOL debt problem is to sharply restrict the inflow of both new 
concessional aid and private loans to the GOL. 


SECTORAL DISCUSSIONS 


Iron Ore: This commodity has over the past quarter century been 
Liberia's largest single export, usually accounting for 50-60 
percent of export value. However, due to the depletion of a key 
iron ore deposit, the sector is in decline, and its exports 
account for a shrinking percentage of total exports from Liberia. 
There are two iron ore mines in Liberia, LAMCO and Bong, whose 
production in 1988 was roughly equal. LAMCO began phasing down 
its production in 1987 and ceased mining operations in July 1989 
(when its high grade ore deposit at Yekepa was largely exhausted). 
Bong is currently expanding its area of operations and has bene- 
fitted from recently climbing world prices for iron ore. Total 


iron ore exports in 1988 were $208 million, down only slightly 
from 1987. 


Rubber: Although world rubber prices have declined from their 
1988 peak, the rubber sector has remained the most promising 
subset of the Liberian economy. Exports were up 27 percent in 
1988 to $123 million. Demand for surgical gloves due to the AIDS 
problem as well as a good market for tire-grade rubber are the 
major factors in the strong prices of 1988. Despite dropping 
prices in 1989, most industry experts see a firming of prices in 
the near future and predict prices to remain moderately high for 
the medium term. Based on these predictions, most rubber planta- 





tions in Liberia are currently expanding. This growth in the 
rubber sector should partially compensate for the decline in iron 
ore exports. 


Logging: This has normally been Liberia's third largest export 
and is also an area of significant growth in recent years due in 
part to the depreciation of the U.S. dollar during 1986 and 1987. 
Recorded log and wood exports in 1988 rose 68 percent to $110 
million. (Part of the large increase between 1987 and 1988 export 
figures probably reflects more realistic government export figures 
in 1988.) Nevertheless, the overall level of these exports is 
believed consistently under-reported and the actual level is 
probably higher. The rapid expansion of this industry has raised 
concerns over the depletion of rain forest by both loggers and the 
traditional "slash and burn" farmers who follow logging roads into 
formerly inaccessible forests. 


Agriculture: Traditional agriculture has been one of the 
healthier sectors of the economy. As the population of Monrovia 
has swelled with rural migrants, the market for rural produce has 
grown, stimulating farmers with access to transportation. Liberia 
imports roughly 40 percent of its rice (the staple food). Nearly 
20 percent of rice imports arrive under U.S.A.I.D.'s PL-480 
program. After rubber, the main export crops produced by small 
farmers are coffee and cocoa. Official figures show a declining 
value of these two exports, but they fail to count the substantial 
volume that moves unofficially across the border into neighboring 
countries. 


Gold/Diamonds: Production and export of gold and diamonds is a 
Significant but very poorly documented sector of the Liberian 
economy. Reported exports of gold and diamonds in 1988 were $16 
million, but private estimates of actual exports go up to $100 
million. The production of several thousand artisanal miners who 
work the rivers of northern and western Liberia is augmented by 
gold and diamonds brought in from neighboring countries to be 
marketed in Liberia. Private buyers had been licensed by the 
Ministry of Lands and Mines to purchase and export gold and 
diamonds. In May 1988, the GOL announced that the National Bank 
would handle all gold purchases, but as yet no mechanism has been 
put into place to carry out the directive. In November 1988, 
Western Mining, a large international mining company, signed a 
major agreement with the GOL for gold and diamond exploration. 
This exploration could lead to a very substantial investment in 
extraction and eventually provide a major boost to the Liberian 
economy. 


Outlook for 1990 - Decline in Exports Earnings Due to LAMCO 
Closure; Overall Economy Stable 


Looking toward 1990, economic indicators as of September 1989 
point to a dip in export earnings due to the loss of income from 
the LAMCO concession. Rubber exports, however, are likely to be 





strong, with logging, gold, and diamonds also performing well. 

The major area of uncertainty is the iron ore sector and the 
future of the LAMCO concession. In August 1989, the GOL announced 
it would take over the LAMCO concession area and contract the 
operation of the mine to other private entities. The government 
intends to have an interim project export lower-grade ore from 
Yekepa until the Mifergui iron ore project in neighboring Guinea 
comes on-stream. Current plans call for Mifersgui to use the 
LAMCO infrastructure, including port and railroad, to export iron 
ore when the project starts production, which is estimated to be 
in 1992 or 1993. Progress in organizing the bridging project has 
been slow, and there is concern that the LAMCO infrastructure 
will atrophy if delay persists in setting up the bridging project. 


IMPLICATIONS FOR THE UNITED STATES 


Implications for American Business: U.S. exports to Liberia 
dropped 2 percent in 1988 to $67.3 million, but in the first half 
of 1989, U.S. exports were again on an upward trend. Milled and 
parboiled rice has traditionally been the largest single U.S. 
export to Liberia, reaching $26 million in 1988. Of this, $10 
million was funded by the PL-480 program. Other imports from the 
United States are spread over a wide variety of consumer goods 
and a few intermediate and capital goods. American goods 
comprising over $l million each in value in 1988 were (1) 
elevators and hoists, (2) used clothes, (3) textile fabrics, (4) 
Cigarettes, (5) passenger cars (6) edible preparations, and (7) 
wheel-type tractors. A portion of these goods, particularly the 
textiles, is transshipped overland to neighboring countries. 
Liberian exports to the United States in 1988 amounted to $115 
million, concentrated in rubber and iron ore. This is a moderate 
increase over 1987. 


Export Prospects: The outlook for U.S. exports to Liberia in 1989 
seems likely to reflect the overall upward economic trend with 
small increases feasible, perhaps with a slowdown in potential in 
1990. Large increases in U.S. sales appear unlikely, given the 
foreign exchange constraints on imports and weakness in the iron 
ore industry. With a lower volume of PL-480 rice arriving, there 
should be more commercial purchases of parboiled and milled rice. 
The depreciation of the dollar in past years has made other J.S. 
goods more competitive; however, fluctuations in the dollar's 
value in the past year have injected an element of uncertainty 
into the competitiveness of U.S.-made goods. Importers (largely 
non-Liberians) are often reluctant to shift from European and 
Asian dealers with which they have long-standing relationships, 
sometimes including credit arrangements. The ability to handle 
small orders is important in Liberia and is an area where 
European firms are perceived more flexible. Consumer goods 
probably represent the best potential for U.S. sales, and the 
widespread use of 110 voltage in Liberia helps U.S. appliances. 
The new gold/diamond exploration concession should offer 
potential for U.S. equipment over the next few years. 
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The issue of credit terms is a difficult one. The companies which 
have been most successful in exporting to Liberia, largely 
European firms, are those which have offered some limited credit 
to well-established local firms. A number of Liberian firms have 
built up long-standing business ties with European and American 
companies and deal regularly on 30-60 day terms or even on open 
account. On the other hand, the shortage of foreign exchange 
means risks exist in extending credit to non-exporters and firms 
with which one is not familiar. Confirmed letter of credit or 
U.S. bank draft represent the safer course, but many local firms 
have difficulty meeting this requirement. WTDR reports are avail- 
able on Liberian firms through the U.S. Department of Commerce. 
Due to the Liberian Government's shortage of resources and its 
substantial arrears to vendors and external creditors, sales to 
the GOL on other than confirmed letter of credit terms are being 
approached with caution. Applications for OPIC investment 
insurance and Eximbank trade financing in Liberia are considered 
on a case-by-case basis. Interested firms should contact the 
Washington offices of OPIC and Eximbank. 


Liberia has a relatively open trade system. Import licenses are 
normally not required, with a few exceptions such as rice, and 
the country has almost no foreign exchange controls. There are 
no significant legal or institutional barriers to U.S. exports or 
measures which discriminate against U.S. products. 


Investment Prospects: The $350-$400 million in U.S. investment 
in Liberia is concentrated in natural rubber, which is the sector 
undergoing the most vigorous growth. Firestone has the largest 
investment in this sector. In response to higher rubber prices 
in 1988 and the good medium-term outlook for average prices, 
existing firms are undertaking moderate levels of reinvestment. 
The agricultural sector -- particularly tree crops such as 
rubber, coffee, cocoa, and tropical fruits -- are believed to 
offer significant investment potential although infrastructure 
and bureaucratic weaknesses present obstacles. The diamond/gold 
concession, now in its initial exploration phase, will represent 
the first major new foreign investment since 1980. Although 
Liberia's ocean resources are not as rich as those of its 
northern neighbors, the fishing industry has attracted increased 
investor attention recently due to the opportunities that the 
relatively undeveloped industry represents. Investors seek 
mainly to export lobster and shrimp, although many local species 
of fish can be commercially exploited. The Liberian Government 
is trying to encourage investments of all types, particularly 
agro-industries. 


The Liberian legal system is often slow to dispose of cases 
brought before it, and one of the first steps a prospective 
investor should take is to engage local counsel. Legal processes 
are often expensive and time consuming, and judgments are not 
always based on legal merit, resulting in a low level of 
confidence among those in the private sector in the system. 
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The Embassy seeks to promote U.S. products in Liberia through its 
Commercial Library and trade events such as Video Catalogue 
Exhibitions (VCE's) that focus on particular U.S. industries. 
Industry-specific export guides and company catalogues are 
publicized to relevant firms to encourage sourcing from U.S. 
suppliers. The library is open to the public every business day, 
and visiting American business representatives are welcome to 
call on the Economic/Commercial Section for information and 
guidance. 


American firms interested in the Liberian market, either for 
investment or export sales, should contact the nearest of the 47 
district offices of the U.S. Department of Commerce. They can 
provide trade leads, information on foreign firms, advice on 
financing and documentation, and a wide range of other important 
and useful services. 











